Cannabis Regulatory Commission Regular Meeting
Thursday, February 7, 2019 AGENDA

Council Chambers, City Hall, One Frank H. Ogawa Plaza

Members:
Lanese Martin District 1 Frank Tucker District 7
Chang Yi District 2 Jeff Hutcher At Large
Zach Knox District 3 Stephanie Floyd-Johnson Mayor
Jin Jack Shim District 4 Vacant City Auditor
Matt Hummel District 5 Greg Minor City Administrator
Derreck Johnson District 6
Available on-line at: https://www.oaklandca.gov/boards-commissions/cannabis-regulatory-commission
MEETING AGENDA
A. Roll Call and Determination of Quorum

B. Open Forum / Public Comment

C. Review of the Pending List and Additions to Next Month’s Agenda
e Use of cannabis tax revenues (since July 2017)
e Annual report (since September 2017)

D. Approval of the Draft Minutes from the Cannabis Regulatory Commission meeting of January 2019.
E. Reports for Discussion and Possible Action

Brown Act and Oakland Sunshine Overview

Councilmembers Kalb and Kaplan’s Ordinance to Harmonize Cannabis Business Tax Rates
CRC’s 2016-2018 Annual Report

Dispensary Runner-Ups

Cannabis Special Events

AR A

F. Announcements
1. Update on Cannabis Permitting Process.

G. Adjournment

Persons may speak on any item appearing on the agenda; however, a Speaker Card must be filled out and given to a representative of the
Cannabis Regulatory Commission. Multiple agenda items cannot be listed on one speaker card. If a speaker signs up to speak on multiple
items listed on the agenda, the Chairperson may rule that the speaker be given an appropriate allocation of time to address all issues at one
time (cumulative) before the items are called. All speakers will be allotted 3 minutes or less — unless the Chairperson allots additional time.

& This meeting is wheelchair accessible. In compliance with the Americans with Disabilities Act, if you need special assistance to participate in
the meetings of the Cannabis Regulatory Commission, please contact the Office of the City Clerk (510) 238-3612. Notification two full business
days prior to the meeting will enable the City of Oakland to make reasonable arrangements to ensure accessibility. In compliance with
Oakland’s policy for people with chemical sensitivities, please refrain from wearing strongly scented products to events.

Questions or concerns regarding this agenda, or to review any agenda-related materials, please contact the Cannabis Regulatory
Commission at (510) 238-6370.



Cannabis Regulatory Commission Regular Meeting

Thursday, January 3, 2019 Minutes
Council Chambers, City Hall, One Frank H. Ogawa Plaza
Members:
Lanese Martin District 1 Frank Tucker District 7
Chang Yi District 2 Jeff Hutcher At Large
Zach Knox District 3 Stephanie Floyd-Johnson Mayor
Jin Jack Shim District 4 Vacant City Auditor
Matt Hummel District 5 Greg Minor City Administrator
Derreck Johnson District 6
Available on-line at: https://www.oaklandca.gov/boards-commissions/cannabis-regulatory-commission
MEETING AGENDA
A. Roll Call and Determination of Quorum

Present: Martin, Yi, Knox, Hummel, Tucker, Hutcher, Floyd-Johnson, Minor
Absent: Shim, Johnson

B. Open Forum / Public Comment

Three speakers expressed interest in the City implementing cannabis event permitting consistent with AB 2020.
Two speakers raised concerns regarding how the City handles the runner up in the dispensary permitting
process.

C. Review of the Pending List and Additions to Next Month’s Agenda
e Use of cannabis tax revenues (since July 2017)
e Annual report (since September 2017)

Member Hummel requested the commission place AB 2020 implementation on next month’s agenda. Member
Martin asked for the dispensary runner-up process to be placed on next month’s agenda as well.

D. Approval of the Draft Minutes from the Cannabis Regulatory Commission meeting of December 2018.

Member Hummel moved to approve the draft minutes, Member Floyd-Johnson seconded the motion and it
passed by consensus.

Persons may speak on any item appearing on the agenda; however, a Speaker Card must be filled out and given to a representative of the
Cannabis Regulatory Commission. Multiple agenda items cannot be listed on one speaker card. If a speaker signs up to speak on multiple
items listed on the agenda, the Chairperson may rule that the speaker be given an appropriate allocation of time to address all issues at one
time (cumulative) before the items are called. All speakers will be allotted 3 minutes or less — unless the Chairperson allots additional time.

& This meeting is wheelchair accessible. In compliance with the Americans with Disabilities Act, if you need special assistance to participate in
the meetings of the Cannabis Regulatory Commission, please contact the Office of the City Clerk (510) 238-3612. Notification two full business
days prior to the meeting will enable the City of Oakland to make reasonable arrangements to ensure accessibility. In compliance with
Oakland’s policy for people with chemical sensitivities, please refrain from wearing strongly scented products to events.

Questions or concerns regarding this agenda, or to review any agenda-related materials, please contact the Cannabis Regulatory
Commission at (510) 238-6370.



E. Reports for Discussion and Possible Action
1. Ethics Training

Jelani Killings of the Public Ethics Commission provided an overview of the Government in Ethics Act, Form
700 requirements, Sunshine Ordinance, and other ethics issues.

2. CRC’s 2016-2018 Annual Report

Chair Yi shared that the Annual Report subcommittee did not meet because of the holidays but they would have
a draft report to share at next month’s meeting.

3. Letter to City Attorney’s Office

Member Floyd-Johnson suggested the letter mention that the commission needed guidance from the city
attorney as the commission was in the process of preparing its annual report. Member Martin suggested the
letter include text from Measure Z itself. Member Hummel suggested the commission should state what the
commission believed it’s authority was as opposed to asking for guidance.

Member Tucker then made a motion to approve the letter to the City Attorney’s Olffice with whatever changes
the subcommittee approves and to forward that letter to the City Attorney’s Office. Member Hutcher seconded
the motion and it passed by consensus.

F. Announcements
1. Update on Cannabis Permitting Process.

Member Minor provided an update on the permitting process, including the spike in new applications before the
state’s January 1, 2019 deadline for temporary license applications.

G. Adjournment



CANNABIS REGULATORY COMMISSION
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BROWN ACT AND

OAKLAND SUNSHINE
ORDINANCE
OVERVIEW

2666807v
February 2019

Rules of Pfocedures of CRC

“The CRC, in consultation with the City Adminisuuof, shall
t+ahlich m] H f . of f i t N 0

esand p d or the ya
majority vote of the members present; provided that a quorum for
the of busi is six bers. Voting shall be required

for the adoption of any motion or resolution. The business of the
Commission shall be conducted, in so faras practicable, in
accordance with the parliamentaryrules contained in Robert’s
Rules of Order Newly Revised, as it may beamended from time to
time, exceptas modified by these bylaws and in compliance with
the state open meetingllaws (LBrown Act, Government Code section
54950 et. seq.) and local § ine Ordi Oakland Municipal
Code Chapter2.20).”

(Article VII, Bylaws of the Community Oversight Committee)

hibited:

+ Congregation of a quorum of the Commission in a place thatis not
noticed and open to the public, such as:

» Face toface meetings,
» Teleconferencediscussions,
» meal gatherings (often before, during oraftera meeting).

pro

« ‘Serial communications thatinvolve a quorum of the Commission.
+ Serial ication = aseries of ingsbetweena
quorum of the Commission .
. 1 ber A calls ber B who then calls member C and so on until
aquorum of the Commission has reached a collective decision on a matter.

« Useof intermediaries to discuss, deliberate, take action or developa
consensus among a quorum of the Commission,

{Gov. Code § 54952.2; Oakland Muni. Code § 2.20.030)

5

Brown Act & Sunshie provide:

“In enacting [the Brown Act], the legislature finds and declares that
the public commissions, boards and councils and the other public
agencies in this State exist to aid in the conduct of the people’s
business. Itistheintent of the law that theiractions be taken
openly and that their deliberationsbe conducted openly”

(Ralph M. Brown Act - Gov. Code § 54950)

“[The Sunshine Ordinance] is intended in part to clarifyand
supplementthe . .. Brown Act. .. toassure that the people of the
City of Oakland can be fully informed and thereby retain control
over the inst ts of local gov tin their city”

(Sunshine - Qakland Muni. Code § 2.20.010)

2/4/2019

Open & Public Meeting

All meetings of a body subject to the Brown Act must be
open to the public.

The public must have sufficient notice of the meeting.

All persons must be permitted to attend meet'ings and
speak at public forum and on items.

Voting by secret ballot or proxy voting is prohibited.

The body must reportall actions taken and the vote or
abstention of each member present for the action.

(Gav. Code § 54953)

Examples of prohibited
communications:

»Email communications among a quorum re
Commission business.

» Conversations among a quorum at a dinner,
conference, party or other social/public event
re Commission business.

>Asking City staff about the positions of a
quorum re Commission business.

»Discussion among a quorum regarding
scheduling a meeting date.
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RECORDING MEETINGS

Each regular and special meeting of the Commission must be audio taped.

-

Audio recordings of the meeting are a public record and subject to
disclosure. The City will preserve them for at least four years.

Meetings may be video recorded.

Members of the public have the right to take photographs at the meeting
and video record the meeting, provided they are not disruptive.

(Oakland Munt. Code § 2.20.160.B.)

Parliamentary Rules of Procedure

* A motion isa formal proposal by a commission
member to do something.

* A'motion should focus the group on what is being
decided.

e Generally, a motion should be phrased in a way to
take an action or express an opinion.

Amendment

¢ Used to modify the main motion
® Requires a second

¢ Debatable

¢ Amendable

® Requires a majority vote

¢ Once an amendment passes, it becomes part of
the main motion

nforcement &

Public Ethics Commission (PEC
*  Complaintmaybeflled.

May and/or
May d corvect d d to

Civil Actions
*  Any interested party may file an action.
Co h d

correct.
< Ifjud dered Clty, € ion s void.
«  Costsand attorneys fees may be awarded. .

Criminal Penalties

the Brown Act.

Meeting with “intent pri publicof: h bers knows orhas
reason to know ispublic. .
+  “Action” = collectivedecisi ‘hed by the body.

{Gov. Code § 54959, 54960, 54960.1; Oakland Muni. Code Chapter 2.20, Art. 1V)

ameeting of the body where action is taken in violation of

2/4/2019

Main motion

« A motion that brings business before the body
* Debatable (subject to discussion)

¢ Amendable (the motion can be changed)

¢ Requires a majority vote

Motion to substitute

¢ Is a form of an amendment

¢ Used to propose an alternative motion to the
original motion

¢ Requiresasecond

¢ Debatable

¢ Amendable

¢ Vote taken onwhether to put the substitute in
place of the original motion

¢ If the substitute amendment passes, the main
motion as amended still needs to be voted on
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FICE OFIrI&I&t ?m CLERK
_ﬂ OAKLAND

M e wmamuen AGENDAREPORT

TO: CityCduncil and members of the FROM: Dan Kalb & Rebecca
Public ~ o Kaplan, :
: T City Councilmembers

‘SUBJECT: Ordinance harmonizIng cannabis DATE: January 24, 2019.
"~ business tax rates : ‘

RECOMMENDATION

" ADOPT AN ORDINANCE AMENDING OAKLAND MUNICIPAL CODE
- TITLE 5, CHAPTER 5.04, SECTION- 481, NON-MEDICAL CANNABIS

BUSINESSES, TO REDUCE THE TAX RATE FOR NON-MEDICAL
'CANNABIS BUSINESSES TO BE THE SAME AS THE MEDICAL
CANNABIS BUSINESS RATE OF $50.00 PER $1,000.00 OF GROSS
RECEIPTS OR FRACTION THEREOF - - :

SUMMARY :

This Ieglslat|on would reduce the exnstmg 10% tax rate for non-medical cannabls businesses to
be the same as the existing 5% rate for medical cannabis businesses. This rate change would
_ apply effective January 1, 2019 and expire January 1, 2034.

BACKGROUND/LEGISLATIVE HISTORY

in 2009, Oakland voters approved Measure F, maklng Oakland the first Clty in the nation
to impose a tax on medical cannabis businesses. The tax rate was 1.8% of gross
receipts. In November 2010, Oakland voters approved Measure V to increase the tax
rate on medical cannabis businesses to 5% and create a new tax rate of 10% for non- .
medical cannabis businesses. Oakland’s non-medical cannabis business tax rate
became effective in January 2018 following the passage of Proposition 64 in November
20186, legalizing adult use. On November 6, 2018, Oakland voters passed Measure V,
which authorized the Oakland City Council, in relevant part, to change Sectlon 5.04. 481
in any manner that doés not increase the applicable tax rate. ,

. N ltem:
Flnance & Management Committee
January 29, 2019



Council President Pro Tempore Dan Kalb & Council President Rebecca Kaplan

Subject: Ordinance harmonizing cannabis business tax rates
Date: January 24,2019 ' Page 2

ANALYSIS

On March 1, 2019, business taxes with be due from cannabis businesses operating in the
City of Oakland. The tax rates for these businesses taxes are amongst the highest in the
state. The recommended legislation to reduce the non-medical business tax rate to the
same as that for medical businesses helps Oakland to be regionally competitive, reduees
the administrative burden on the Finance Department, and comports with the expectations
of the voters regarding the passage of Measure V in November 2018,

As made clear by the Administration’s Cannabls Business Tax Policy Analysis report dated
February 1, 2018 presented to the City Council in the spring, Oakland's 10% tax rate on Adult -
Use is much higher than most other regional competitors. Since the that report was issued,
some jurisdictions have also lowered their own tax rates. Currently, Berkeley's rate is 5% (and
half again for medical). Emeryvnlle is only 3%--and even less on manufacturing (2%) and -
distribution (1%). Santa Rosa is 3% retail and even lower on manufacturing (1%) and 0% on
distribution. South San Francisco's tax cannot exceed 5% and can be as low as 1%. Even

- unincorporated Contra Costa County is lower at 4%. West Sacramento imposes a 2.5%
Development Agreement "fee.” Sacramento has a 4% across the board tax. All of these are
half or less of the Oakland 10%, which sticks. out like a sore thumb. o

Additionally, treating medical and non-medical businesses similarly for tax purposes makes
sense for other reasons. For example, the state has eliminated the taxation and regulatory
distinctions between Medical and Adult Use-in the non-retail supply chain. Oakland is also one
of the few jurisdictions in California that still distinguishes between Adult Use and Medical
business tax rates. -Further, for cultivation businesses, it is very difficult to distinguish between
what will ultimately be medical vs. non-medical cannabis. By making medical and non-medical
business rates the same, the City would avoid the administrative difficulty of needing to
separately be able to track which sales end up going to medical patients and which do not.

FISCAL IMPACT

, This legislation would reduce the General Fund budget by approximately $1.8 mllllon in Fiscal
Year 18-19 and lower revenues for future years

PUBLIC OUTREACH / INTEREST

The Council President Pro Tempore's office has conducting outreach about this legislation with
representatives of the cannabis industry. '

COORDINATION

The City Attorney’s office, Fmance Department and Clty Admmlstrator were consulted on the
legislation.

ltem:
Finance & Management Committee
January 29, 2019



Council President Pro Tempore Dan Kalb & Council President Rebecca Kaplan

Subject: Ordinance harmonizing cannabis busmess tax rates - '
Date: January 24,2019 : Page 3

SUSTAINABLE OPPORTUNITIES

Economic: The ordinance is intended to protect the economic vitality of Oakland by i lmprovmg .
the competitiveness of Oakland’s cannabis industry.

. Environmental: There are no environmental _opportunities' associated with this report.
Social Equity: The ordinance is intended to promote social eqUity by protecting smaller

Oakland cannabis businesses, who are less economically secure than larger businesses and
have a more difficult time absorbing a high tax.

ACTION REQUESTED BY THE CITY COUNCIL

Council President Pro Tempore Kalb and Council President Kaplan recommends'the City
Council: .

Adopt an Ordinance Amending tﬁe Rent Adjustment Ordinance (O.M.C.
8.22.020 et seq) and Tenant Protection Ordinance (O.M.C. 8.22.600 et
seq) to Eliminate Exemptions for Owner-Occupied Duplexes and Triplexes

For questions regarding this.report, please contact Oliver Luby, Chlef of Staff, Office of Council
President Pro Tempore Dan Kalb, at 510-238—7013

Respectfully submitted,

Jj/é,Z&

- Dan Kalb
Council President Pro Tempore

Rebecca Kaplan
Council President

Prepared by:
Oliver Luby, Chief of Staff
Office of Council President Pro Tempore Dan Kalb

[tem:
Finance & Management Committee
January 29, 2019
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ORDINANCENO. _____C.M.S.

INTRODUCED BY PRESIDENT PRO TEMPORE DAN KALB AND COUNCIL PRESIDENT REBECCA KAPLAN

ORDINANCE AMENDING OAKLAND MUNICIPAL CODE TTITLE §,
CHAPTER 65.04, SECTION 5.04.481, NON-MEDICAL CANNABIS
BUSINESSES, TO REDUCE THE TAX RATE FOR NON-MEDICAL
- CANNABIS BUSINESSES TO BE THE SAME AS THE 2019 MEDICAL
CANNABIS BUSINESS TAX RATE OF $50.00 PER $1,000.00 OF
GROSS RECEIPTS OR FRACTION THEREOF

WHEREAS, Chapter 5.04 of the Oakland Municipal Code contains the business
tax ordinance, which applies to all persons engaged in business activities in
Oakland; and

WHEREAS, the business tax applicable to non-medical cannabis businesses is
contained in Section 5.04.481 of the Oakland Municipal Code; and

WHEREAS, on November 6, 2018, Oakland voters passed Measure V, which
authorized the Oakland City Council, in relevant part, to change Section 5.04.481 in any
manner that does not increase the applicable tax rate; and

.. WHEREAS, the City of Oakland’s business tax rate for non-medical cannabis
businesses is 10% of gross receipts, while the business tax rate for medical
cannabis businesses is 5% of gross receipts; and

WHEREAS, Oakland's 10% tax rate on for non-medical cannabis businesses
out of line with its regional competitors, putting our industry at a competltlve
disadvantage; and

WHEREAS, the Oakland City Council wishes to immediately reduce the non-
medical cannabis business tax on a temporary basis to be the same as Oakland’s 2019
medical cannabis business tax rate, which is $50.00 for each $1,000.00 of gross
receipts or fractional part thereof;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF OAKLAND DOES
ORDAIN AS FOLLOWS: '

SECTION 1. Title 5, Chapter 5.04 of the Oakland Municipal Code containing the
business tax requirements applicable to non-medical cannabis is amended to add,
delete or modify sections as set forth below (section numbers and titles are indicated in
bold type; additions are indicated by underscoring and deletions are indicated by strike-



through type.) Portions of regulations not cited or not shown in underscoring or strike-
through are not changed.

SECTION 2. Code Amendments.

Title 5, Chapter 5.04, section 5.04.481 is amended as follows:
5.04.481 - Non-medical cannabis businesses;

For the purpose of this section:

A. "Non-medical cannabis business" means any of the activities described in Subsection
5.04.480 A. that are not conducted pursuant to Health and Safety Code Sections 11362.5
and 11362.7-11362.83, but are otherwise authorized by State law.

B. From January 1, 2019 until December 31, 2033, Eevery person engaged in a "non-medical
cannabis business" not otherwise specifically taxed by other business tax provisions of this
chapter, shall pay a_reduced business tax of $30050.00 for each $1,000.00 of gross
receipts or fractional part thereof._On January 1, 2034 and thereafter, the reduced tax rate
shall expire and the tax rate shall return to $100.00 for each $1,000.00 of gross receipts or
fractional part thereof unless the City Council adopts legislation providing a lower rate.

, SECTION 3. Severability. If any section, subsection, sentence, clause or

phrase of this Ordinance is for any reason held to be invalid or unconstitutional by
decision of any court of competent jurisdiction, such decision shall not affect the validity
of the remaining portions of the Chapter. The City Council hereby declares that it would
have passed this Ordinance and each section, subsection, clause or phrase thereof
irrespective of the fact that one or more other sections, subsections, clauses or phrases
may be declared invalid or unconstitutional.

SECTION 4. Effective Date. This ordinance shall become effective
immediately on final adoption if it receives six or more affirmative votes; otherwise, this
ordinance shall become effective upon the seventh day after final adoption.

© 2650215v1
IN COUNCIL, OAKLAND, CALIFORNIA,

PASSED BY THE FOLLOWING VOTE:
AYES - FORTUNATO BAS, GALLO, GIBSON MCELHANEY, KALB, REID, TAYLOR, THAO AND PRESIDENT KAPLAN

NOES -
ABSENT -
"ABSTENTION -
ATTEST:
LATONDA SIMMONS

City Clerk and Clerk of the Council
of the City of Oakland, California

Date of Attestation:

2-



NOTICE AND DIGEST

ORDINANCE AMENDING OAKLAND MUNICIPAL CODE
TTITLE 5, CHAPTER 5.04, SECTION 5.04.481, NON-
MEDICAL CANNABIS BUSINESSES, TO REDUCE THE
TAX RATE FOR NON-MEDICAL CANNABIS
BUSINESSES TO BE THE SAME AS THE 2019 MEDICAL
CANNABIS BUSINESS TAX RATE OF $50.00 PER
$1,000.00 OF - GROSS RECEIPTS: OR FRACTION
THEREOF

This ordinance will reduce the City of Oakland’s tax rate for non-medical cannabis
businesses from $100.00 per $1,000.00 of gross receipts or fraction thereof to
$50.00 per $1,000.00 of gross receipts or fraction thereof earned in the prior year.



T Syl g,

FILED
OFFICE OF THE CITY CLERS
QAKLAND

M9 JAN 24 PH 5: 08 AGENDA REPORT

CITY OF OAKLAND
TO: Sabrina B. Landreth ; FROM Katano Kasaine
- City Administrator -~ Director of Finance
SUBJECT: Non-Medical Cannabis . DATE: January 21, 2019

Business Tax Rate Reduction

b

City Administrator Approval Date: '
o = 1B

RECOMMENDATION

Staff Recommends That The City Council Receive An Informational Report Regarding
The Proposed Ordinance Amending Oakland Municipal Code Title 5, Chapter 5.04,
Section 481, Non-Medical Cannabis Businesses, To Reduce The Tax Rate For Non-
Medical Cannabis Businesses To Be The Same As the Medical Cannabis Business Rate
of $50.00 Per $1,000.00 of Gross Receipts Or Fraction Thereof.

EXECUTIVE SUMMARY

On November 6, 2018, Oakland voters, by a margin of 79.82 percent, approved the Oakland
City Council, on its own motion, Measure V (1) allowing cannabis businesses to pay business
taxes quarterly; (2) allowing cannabis manufacturing and/or cultivation businesses to deduct the
value of raw materials from gross receipts in calculating business taxes; and (3) authorizing the
City Council, without returning to voters, to amend medical or non-medical cannabis business
taxes in any manner that does not increase the tax rate.

~ The focus of this informational report is Councilmember Kalb's proposed reduction of the
existing business tax rate from $100 per $1,000, or 10%, of the gross receipts to $50 per
$1,000, or 5%, of gross receipts on non-medical cannabis businesses. Staff is recommending
against adoption of the proposed Ordinance if it is to be effective in fiscal year (FY) 2018-
19, as it would create an ongoing negative financial impact of approximately $1.8 million
without identified balancing measures. In addition, the proposed Ordinance adoption
would negatively impact the possible 1% wage increases based upon the performance of
unrestricted local tax revenues that is memorialized in all civilian labor bargaining
groups’ Memorandums of Understanding and the Local 55 Arbitration award.!

1 Wage increase tied to revenue growth- If FY 2018-19 general purposed fund unrestricted local tax revenues,
as forecasted in the Third Quarter Revenue & Expenditure report or as confirmed based on audited actuals for
FY 2018-19, exceed the General Purposed Fund unrestricted local tax revenues for FY 2018-19 as approved in
the FY 2017-19 Adopted Policy Budget by 4.5% or more, bargaining unit members shall receive an additional -
1.0% wage increase effective retroactive to the first pay period after January 1, 2019. For purposes of these
calculations, unrestricted General Purpose Fund local tax revenues will be limited to ongoing revenues

ltem ,
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BACKGROUND / LEGISLATIVE HISTORY

In November 2010, Oakland voters approved Measure V increasing the tax rate on medical
cannabis businesses from 1.8 (1.8%) to five percent (5%) and creating a new tax rate of 10
percent (10%) of gross receipts on non-medical cannabis businesses, referred to as adult-use
or recreational. The additional 10 percent adult-use tax rate was put forth in anticipation of
Proposition 19 being passed in the same election. Proposition 19 failed at the ballot box. As a
result, Oakland never implemented the adult-use tax rate. Oakland’s adult-use tax rate became
effectlve for the first-time January 1, 2018 following the passage of Proposition 64 statewide in
November 2016. 4

In February 2018, staff prepared and provnded the City Council, at the request of then Council
President Larry Reid, an informational report on Cannabis Business Tax Policy Analysis? that
was drawn upon the work done by the Marijuana Policy Group, the University of the Pacific,
Center for Business & Policy Research, and staff own experience in working the local cannabis
busnnesses The City Council received and filed the report on March 6, 2018.

In June 2018, the City Council adopted Resolution No. 87247 C.M.S submitting for voter
consideration at the statewide general election on November 6, 2018 a proposed ordinance to
(1) allow cannabis businesses to pay business taxes quarterly; (2) allow cannabis
manufacturlng and/or cultivation businesses to deduct the value of raw materials from gross
receipts in calculating business taxes; and (3) authorize the City Council, without returning to
voters, to amend medical or non-medical cannabis business taxes m any manner that does not
increase the tax rate.

In November 2018, Oakland voters approved the Clty Council’s proposed ordinance by a
margin of 79.82 percent.

ANALYSIS AND POLICY ALTERNATIVES

On June 19, 2018, the City Council adopted the FY 2018-19 Midcycle Budget Amendments,
-which, among other adjustments, included a projected upward adjustment of $5.7 million
increase in the Business License Tax category®. when compared to the FY 2017-18 Q3
Forecast. Of the $5.7 million projected increase in the business license tax category, $3.6
million, or 63%, was directly tied to the projected collection of business license tax from the non-
medical tax rate of $100 per $1,000, or 10%, of the gross receipts that many cannabis
businesses are expected to pay on or before March 1, 2019, with some are expected to receive
an extension for the payment by April 10, 2019 or enter a repayment plan.

If adopted, the proposed reduction of 50% in the non-medical tax rate from 10% down to_5% of

including: property taxes, sales taxes, business license taxes, utility user taxes, real estate transfer taxes,
transient occupancy taxes and parking taxes.
2 Cannabls Busmess Tax Policy Analysus

/Legis|

3BBBAF2F7DE&Ogtlons-&Search— ,
3 Business License Tax Category: $86,622,000 (FY 18-19 Midcycle) - $80,962,300 (FY 2017-18 Q3 Forecast)
hitps://ca0-94612.s3.amazonaws.com/documents/OAKO070959. pdf
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Sabrina B. Landreth, City Administrator
Subject: Non-Medical Business Tax Rate Reduction

Date: January 21, 2019 - Page 3

the gross receipts will result in an equivalent 50%, or approximately $1.8 million, less in the
projected collection of business tax from the adult-use segment of cannabis businesses.

Alternatively, the adoption of non-medical tax rate reduction should also be viewed in the
context of the City’s current economic condition, including the areas of competition and
enforcement efforts on the illegal market. In the competition area, and as noted in staff's
February 2018 report, “less than 30% of cities and counties in California are allowing cannabis
business and, of those that are, not all are allowing all aspects of the supply chain.” Of this 30%,
only “14 percent of California’s cities and counties currently permlt recreational marijuana sales’
according to the article titled “Here’s how Year One of legal marijuana in California played out”
and published in the Mercury News on December 28, 2018, In the area of enforcement, the
same article quoted the chief of California’s Bureau of Cannabis Control stating that the “focus
will be primarily on getting more businesses licensed and mcreasmg enforcement efforts on the
illegal market” in 2019,

On the City’s budgetary front, which, in many aspects, is the key indicator of the C|ty s overall
economic condition, the City is experiencing increases in most of every revenue type during the
last several years. The increases afforded the City Council to make key investment in high
priorities areas, such as homelessness, affordable housing, illegal dumping and other issues
important to the Oakland community. The proposed reduction could possibly dampen the City .
Council's ability in continuing making the investment in priorities areas important to the Oakland
community. Moreover, the making of tax policy changes are arguably best designed and '
reserved to spur economic growth, especially during the economic downturn. Given the City's

. .economic condition has largely recovered since the Great Recession in late 2007, and if history

is of indication, a downturn or a slowdown in economy is not farfetched.

FISCAL IMPACT

- Under the proposed ordmance the reduction of 50% in the non- medtcal cannabis business tax
rate from $100 per $1,000, or 10%, to $50 per $1,000, or 5%, of gross receipts would result
in the reduction of approxlmately $1.8 million annually.- Alternatively, a reduction of.25% in
the non-medical cannabis tax rate from $100 per $1,000, or 10%, to $75 per $1,000, or 7.5%, of
gross receipts would result in the reduction of approx1mately $900 000 annually. The tax
revenue being proposed to be decreased is already in the Adopted FY 2018-19 Mid-Year
Operating Budget and has expenditures budgeted against the planned revenue. If the proposed
Ordinance is adopted, the Council would need to identify $1.8 million of budgeted expenditures
to cut. Furthermore, adoption of the proposed Ordinance would negatively impact the possuble
1% wage increases based upon the performance of unrestricted local tax revenues that is -
memorialized in all civilian labor bargaining groups’ Memorandums of Understandlng and the

-Local 55 Arbitration award.

2018-19 2018-19 Financial iImpact Financial Impact
Cannabis Revenue Adopted Midcycle 50% Reduction 25% Reduction
' ‘ budget Forecast of Tax Rate of Tax Rate
Medical | $ 5,580,912 S 7,416,656 7,416,656 7,416,656
Recreational | S 3,400,000 063588134/ 5,83
Total | $ 8,980,912 $ 11,000,000 8,312,492
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Subject: Non-Medical Business Tax Rate Reduction
Date: January 21, 2019 Page 4

Recommendation

Due to the negative fiscal impact on the Adopted Mid-Year FY 2018-19 Operating Budget
and the negative impact to adopted labor Memorandums of Understanding, staff is
recommending that the City Council not adopt the proposed Ordinance reducing the

_current tax rate for non-medical cannabis businesses from 10% to 5% effective FY. 2018-
19. In-addition, the proposed Ordinance adoption would negatively impact the possible
1% wage increases based upon the performance of unrestricted local tax revenues that
is memorialized in all civilian labor bargaining groups’ Memorandums of Understanding
and the Local 55 Arbitration award.

PUBLIC OUTREACH / I’NTERES_T

No outreach was deemed necessary for this informational report beyond the standard Council
agenda noticing procedures

. COORDINATION

This report has been coordinated with the Budget Bureau.

SUSTAINABLE OPPORTUNITES

Economic: A reduction of non-medical tax rate would allow the City to stay on par with tax rates
in adopted in surrounding jurisdictions and possibly encourage more cannabis businesses to
stay or to open in the City. Conversely, the reduction would also result in the lower tax revenue
and possibly limit the City’s ability to attract and diversify its economic base due to cannabis
businesses taking up more industrial buildings and/or warehouses.

Environmental: The most important environmental concerns related to cannabis industry are in
the consumption of water and the disposal of unused or discarded waste. Robust regulations
regarding the disposal of waste should minimize the impact. The use of precious water
resource is, at this time, unavoidable.

Social Equity: There is no social equity related to the proposed reduction of the tax rate.

ltem |
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Sabrina B. Landreth, City Administrator
Subject: Non-Medical Business Tax Rate Reduction
Date: January 21, 2019 , Page 5

ACTION REQUESTED OF THE CITY COUNCIL

Staff recommends that the City Council accept this informational report regarding the proposed
Ordinance amending Oakland Municipal Code Title 5, Chapter 5.04, Section 481, Non-Medical
Cannabis Businesses, to reduce the tax rate for non-medical cannabis businesses to be the
same as the medical cannabis businesses rate of $50.00 per $1,000.00 of gross receipts or
fraction thereof. :

For questions regarding this report, please contact Margaret O'Brien, Revenue & Tax
. Administrator, (510) 238-7480.

Respectfully submitted,

Cebos @W

Katano Kasaine
Director of Finance
Finance Department

Reviewed by:

Margaret O'Brien

Revenue and Tax Administrator
Revenue Management Bureau

Prepared by:

Huey Dang

Revenue Analyst

Revenue Management Bureau
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Oakland, CA Code of Ordinances Page 1 of 3

5.80.020 - Business permit and application required.

A. Except for hospitals, research facilities, state licensed entities issued a special event

permit under Section 9.52, or an entity authorized pursuant to_Section 8.46.030, it is

unlawful for any owner, operator, or association to own, conduct, operate, maintain,
participate therein, or to cause or allow to be conducted, operated, or maintained, any

' dispensary, delivery or delivéry only dispensary ih or into the City u'nrles's there exists a
valid business permit in gompliance with the provisions of Chapter 5.02 and a permit
issued under this Chapter. However, entities authorized under OMC _Chapter 8.46 must

abide by the same requirements imposed herein on dispensaries.

B. This Chapter, and the requirement to obtain a business permit, do not apply to the
individual possession or cultivation of cannabis for personal use, nor does this Chapter
and such requirement apply to the usage, distribution, cultivation or processing of
cannabis by qualified patients or primary caregivers when such gfoup is of three (3) or
fewer individuals, and distributing, cultivating or processing the cannabis from a
residential unit or a parcel of land. Such associations shall not be required to obtain a

permit under Chapter 5.80, bUt must comply with applicable State law.

C. The City Administrator shall issue no more than eight (8) new valid permits for the
operation of dispensaries in the City per calendar year, with a minimum of half of the
dispensary permits issued each calendar year issued to Equity Applicants. Delivery
only dispensaries shall not be subject to these limits. Dispensary permits shall be
issued through an equity permit process done in collaboration with the department of
race and equity. No individual or entity shall have a direct or indirect interest in more

than two (2) dispensary permits.

D. In addition to the requirements specified in_Section 5.02.020 for business permits, the

application for a dispensary permit shall set forth the following information:

1. Unless the City Administrator in his/her discretion determines that the location will
not impact the peace, order and welfare of the public evidence that the proposed
location of such dispensary is not within six hundred (600) feet of a public or
private school providing instruction in kindergarten or grades 1 to 12, inclusive
(but not including any private school in which education is primarily conducted in
private homes), another dispensary or youth center, unless the school or youth
center moved into the area after the dispensary was issued a permit under this
Chapter. The distance between facilities shall be measured via path of travel from

the closest door of one (1) facility to the closest door of the other facility unless

about:blank - o 2/4/2019



Oakland, CA Code of Ordinances Page 2 of 3

otherwise prescribed by state law. The proposed dispensary must be located in a

commercial or industrial zone, or its equivalent as may be amended, of the City.

The proposed delivery only d.ispensary must also be located in a Commercial or

Iindustrial Zone, excluding the CN Neighborhood Center Commercial Zones and

the D-BV Broadway Valdez District Commercial Zones, or their equivalent as may

be amended, of the City. Delivery only dispensaries shall not occupy more than

one thousand (1,000) square feet of ground floor storefront space in a‘ building

facing a Commercially zoned principal streets. The limitations on locations for

delivery only dispensaries shall apply to those applicants who submit applications

after the effective date of these amendments.

2.

about:blank

A plan of operations that will describe how the dispensary or delivery only
dispensary will operate consistent with State law and the provisions of this

Chapter, including but not limited to:

a. Controls to ensure cannabis will be dispensed only to adults over twenty-

one (21) years of age, qualified patients or primary caregivers, and

b. Controls to acquire, possess, transport and distribute cannabis to and from

State'|icensed cannabis entities.

A security plan, as a separate document, outlining the proposed security

arrangements to deter and prevent unauthor_ized entrance into areas containing
cannabis or cannabis products and theft of cannabis or cannabis products at the
dispensary, in accordance with minimum security measures required by State
law. The security plan shall be reviewed by the Police Department and the Office
of the City Administrator and shall be exempt from disclosure as a public record

pursuant to Government Code Section 6255(a).

A community beautification plan to reduce illegal dumping, littering, graffiti and
blight and promote beautification of the adjacent community within fifty (50) feet

of the dispensary or delivery-only dispensary.

If the applicant is an Equity Applicant, information documenting such status, as

described in_Section 5.80.045 and any applicable administrative guidelines.

Such other information deemed necessary to conduct any investigation or
background check of the applicant, and for the City Administrator to determine

compliance with this Chapter, the City's Municipal Code and Zoning Code.

a.
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OAKLAND

SPEC.AL ACTIVITY PERMITS DIVISION
OFFICE OF THE CITY ADMINISTRATOR

2017 CANNABIS DISPENSARY PERMITS
REQUEST FOR PERMIT APPLICATIONS

Application Period Commences:

Tuesday October 3, 2017

Appl|cat|on Discussion Meeting:
Monday October 9, 2017 10:00 a. m.-11: OO a.m.
1 Frank Ogawa Plaza, Council Chambers

Free Business Plan Workshops for Equity Applicants:
October 10, 2017 10:00 a.m.-12:00 p.m. and 1:00-3:00 p.m.
October 16,2017 9:30 a.m.-11:30 a.m. and 1:30-3:30 p.m.
October 19, 2017 10:00 a.m.-12:00 p.m. and 1:00-3:00 p.m.
1 Frank Ogawa Plaza, Hearing Room Three

Sign-Up Here: i

Application Submission Deadline:

Monday November 20, 2017 2:00 p.m.



REQUEST FOR PERMIT APPLICATIONS (RFPA) OVERVIEW
INTRODUCTION

In the Spring of 2017 the Oakland City Council enacted landmark medical cannabis legislation
centered around an Equity Permit Program that seeks to minimize disparities within the -
cannabis industry. The Equity Permit Program, codified in Oakland Municipal Code (OMC) 5.80
and 5.81, requires the City Administrator to issue a minimum of half of the dispensary permits
issued each calendar year to equity applicants.?

Accordingly, the City of Oakland is now issuing this Request for Permit Applications (RFPA) to
identify qualified individuals and entities to operate eight (8) available dispensary permits of
which four (4) permits will be available for equity applicants and four (4) permits will be
available for general applicants.

PURPOSE

The purpose of this RFPA is twofold:

(1) to promote access to living wage employment, local ownership of assets, and wealth
building; and

(2) to ensure cannabis businesses are safe and a benefit to their surrounding
community.

SUMMARY OF PROCESS
The RFPA process will take place in three stages:

Phase One: Application Submission

(1) All applicant board members, partners and managers must undergo a LiveScan
background check.? The LiveScan form is available at
http://www?2.0aklandnet.com/oakcal/groups/cityadministrator/documents/agenda/oa
k064001.pdf. Applicants-that have already undergone a LiveScan as part of a City of
Oakland’s 2017 non-dispensary medical cannabis permit application they submitted
need not perform an additional LiveScan.

1 An Equity Applicant is an Oakland resident who has an annual income at or less than 80 percent of the Oakland
Average Medium Income AND either has been convicted of a cannabis crime committed in Oakland OR has lived
for ten of the last twenty years in police beats that experienced a disproportionately higher amount of law
enforcement with respect to cannabis.

2 The purpose of the background check is to determine whether an mlelduaI has been convicted or plead guilty or
nolo contender to violent offenses or those involving fraud or deceit in the last seven years. Applicants with such a
conviction or guilty plea will be offered an opportunity to present evidence of mitigation or rehabilitation. Prior
drug offenses will not be considered in the background check.

1



(2) Before 2:00 p.m. November 20, 2017 applicants should submit one (1) full set
- (application plus attachments) and three (3) additional paper copies of their completed
Dispensary Permit Application (no attachments) as well as the completed LiveScan form
and all applicable fees to the Special Activity Permits office in the City Administrator’s
Office, 1 Frank H. Ogawa Plaza, 11™" floor (Accepted Monday through Thursday, 9:30am-
12pm and 1:00pm-3:30pm).

o The Dispensary Permit Application fee is $2,500, the L|veScan processing fee is
$32 per person. Equity Applicants are not required to pay the application fee,
only the applicable LiveScan fees.

o Payment shall be made in check, money order or cashier’s check payable to the
City of Oakland. Cash and credit card payments will not be accepted.

Phase Two: Review and Selection

A panel of City staff will review all applications submitted by the due date and time.

All complete applications submitted by verified equity applicants will be eligible for a ‘public
drawing from which the City will select four (4) equity applicants to proceed to Phase Three.

General applicant submissions will be scored and ranked based on the point structure outlined
in the general dispensary permit application. Afterwards the top four (4) general applicants will
be invited to proceed to Phase Three. If there is a tie for the fourth ranked general applicant
position, those tied will be eligible for a public drawing in which the city will select one of these
applicants to proceed to Phase Three. ’

Phase Three: Site Identification

Dispensary applicants selected for Phase Three will have up to ninety (90) days to identify a
location for their dispensary that complies with the location restrictions under OMC 5.80 that
the applicant either owns, leases, or has entered an intent to lease agreement with the
property owner. This proposed location shall then be subject to a public hearing as provided by
OMC 5.80.020 (E) during which the community will be allowed to present concerns, support,
and/or additional considerations. The City encourages Phase Three applicants to use this time
to introduce themselves to potential neighbors, businesses and community groups near their
proposed dispensary and listen to any concerns these neighbors might have regarding the
operation of a dispensary.

After the public hearing, the hearing officer can conditionally approve the dispensary applicant
subject to review and approval of the building, fire, revenue and police departments.
Alternatively, the hearing officer can deny the proposed location but offer the applicant one
additional forty-five (45) day period to identify an alternative site and obtain approval.

If an applicant fails to obtain approval for a location in the above-described timelines, the

respective general or equity applicant runner-up will be notified and allowed to proceed to
Phase Three. '
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SUPPLEMENTAL SPECIAL EVENT PERMIT APPLICATION FOR CANNABIS EVENTS

Applicant Information
Applicant Name:
DBA of the Applicant (If Applicable):
Mailing Address:
City/Zip:
Email:

~ Phone:
(If Applicable) Website for Applicant:
State Event Organizer License Number

whN e e

No vk

State Event Organizer License Expiration Date:

Federal Employer Identification Number:
State Employer Identification Number:
10. All applicant board members, partners ay

©

%ﬁo a livescan background.

pof the stamped complgfed live scan form.
///

11 Please attach a copy of Applicant’s currgnatCity of Oakland business gy certificate.

B. Event Information . // ' W

1. Name of Temporary Cannabis Ei /;//

2. Date(s) of Proposed Event: /@

3. Hours of Proposed Event: %

4, o
ef’»/' rty/,//falease attach authorization
e :s be held &t the identified address.
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10. Applicant Primary Point of Contact During the Event
00 Same Contact Information as Applicant
Name:
Email:
Phone:
Mailing Address:
City/Zip:

1
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C.
1.

Cannabis Licensee Information
Please list below all cannabis licensees that will be selling cannabis products at the event.
Attach additional pages as necessary. Please note only state licensed retailers (storefront and
non-storefront) and microbusinesses authorized to conduct retail can sell cannabis products at
temporary cannabis events.

LICENSEE NAME LICENSE TYPE | STATE LICENSE | LICENSE |
NUMBER EXPIRATION DATE
1
2
3
4
5 .
6 2 e
g 7
! y 4N . N
9 L %
10 N
1 %
12
13
14
16 . o
17 . *
-
s, _aa

ach licensee, Pleas  copy of thétf current City of Oakland business tax certificate.
é%h licensee, pled; .tach"% %@? o/f all employees that will be providing cannabis products
at thelgdent . ,///%

) .
Any char@ o the list of‘ sees or employees after submission of the Supplemental Special

Onsite Consumption Information
Will cannabis be consumed at the event?
O Yes . ONo
If you answered No, please skip to Section E. If you answered yes, please attach an Onsite
Consumption Plan that outlines:
¢ The different forms of onsite consumption that will be allowed;
¢ Where the consumption will take place; -
o How the Applicant will deter drugged driving;

.2
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e How Applicant will ensure any consumption is not visible from a public place or by
people under age of 21.
e How Applicanf will ensure no consumption or sale of alcohol and tobacco will take '
place.
e Whether any consumption will take place within 1,000 feet of a school, day care or
youth center while children are present.
2. Will cannabis be smoked at the event?

O Yes _ ONo

If you answered No, please skip to Section E. If you answered Yes, please clarify where the
smoking will take place: /5//

O In an enclosed area y ,an unenclosed area

A the City of Oakland, including
hat are recreational areas.
.,é/

https://!ibrarv.municode.com/ca/oakland/ 4 .

E. Security Information

Please attach a Securitfblafa
. ,7//

numbers. / , ;
- -
F -Oath of Appli¢dtjon . // .
- L .
. / {%Z;ﬂ o, e //,7 . Ve .
l, _the undersj o .,%%%)er t%% the best of my knowledge, the information
% e g

At
L .
Ation containe

tion is truthful, correct and complete; and,

K 7,
te upportin 5;//
“ation and it

~ grounds for the City of Oakland to deny this permit application.

Signed:

Date:

-3
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ATTACHMENTS
Be sure your application has the following items enclosed:

A. Applicant Information

O Copy of State Event Organizer License

0 Copy of Stamped Live Scan Form

O

O

Event Diagram

0

Itinerary of the Event

°

4 ' '
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CANNABIS REGULATORY COMMISSION
ITEM F (1)






TOTALS PENDING GRAND TOTAL
Total Complete & Incomplete Applications 1474 101 1575
Total Complete Applications 1373
Complete General Applications 571
Equity Applications based on residency 701
Equity Applications based on conviction 101
Incubators 339
Interested in Incubating 23
Complete Application with property 1064
Complete Application without property (Equity) 261
Complete Applicants without property (General) 48

1373
TNTERESTED 1N

GENERAL | INCUBATOR*| INCUBATING* EQUITY
Delivery 134 64 4 203
Cultivator (Indoor) 124 68 12 126
Cultivator (Outdoor) 5 4 0 36
Distributor 129 89 4 201
Mfg. Volatile 67 48 46
Mfg. Non-Volatile 100 59 3 139
Transporter 9 4 0 36
Lab Testing 3 3 0 15
GRAND TOTALS 571 339 23 802

' *These numbers are part of the
General Total

1/31/2019

2/4/2019
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